
col ~ny :~aemn~:~ea Par~'l wishing ~= claim
indemn~=~=a~~:~ ~~cer ;araqrapn "a) ~f this Sec~~:n ~.12,

upon lear~~~; :: any sucn claim, ac~ion, suit, ?roceeding or
inves~iqa~~:~, ~nal: ;r=mp~lt no~~:'l sse thereof. out :he
fail~re ~= s= ~=~~:~ snal: ~o~ :elieve sse =f any liability
it ~y have :: suct :~a.mn~=ieti Par~'l if such failure dQes
no~ ~terial:y ;reJutiice SSC. In the event of any such
claim, action, sui~. proceeding or investigation (whether
arising before ':r after :he Effec-=i',e Timel, (i) SSC or the
SurViVing Corperation shall have the right to assume the
defense thereot and SSC shall not be liable to such
Inaemnified Part~es for any legal expenses of other counsel
or any other expenses subsequently incurred by such !ndemni
fied·· Parties in connec:ion with the defense thereof, except
that if SSC or :he Surviving Corporation elects not :0
assume such defense 0r ~ounsel for :he Indemnified ?arties
advises that :~ere are issues which raise conflie:s of
interest between SSC or the SurViVing Corporation and the
Indemnified Par~~es. the Indemnified Par~ies may retain
counsel satisfact=ry ~o them, and SBC or the Surviving
Corporation shall pay all reasonable fees and expenses of
such counsel ~or the !nciemnified Parties promptly as state
ments therefor are received: Provided, hQW'V'~' that sse
shall be obliqated pursuant to this paraqraph (0) to pay for
only one firm of counsel for all Indemnified Parties in any
jurisciiction, (ii) the Indemnified Parties will cooperate in
the defense of any such matter, and (iii) sse shall not be
liable for any settlement effected without its prior written
consent.

(cl sac ~r the SurViVing Corporacion shall
maintain a policy of officers' ana directors' liability
insurance for acts and omissions occurring prior to the
&ffectiveTime ("P'O Tnl"r,nce") with coverage in amount and
scope at leasc as favorable as the Company's existing
directors' ana officers' liability insurance cOTerage for a
period of six years after the Effective Time: ;:oVided,
bQMIVlr, if. the existing 0'0 Insurance expires, is
t.~nated or cancelled, or if the annual premium therefor
ia increased to an amount in excess of 175' of the laae
annual premium paid prior to the date hereof (the "CUb;pPt
'r,mitup"), in each case during such six year period, sse or
the Surviving Corporation will use its best efforts to
obtain 0'0 Insurance in an amount and scope as great aa can
be obtained for the remainder of such period for a premium
not in excess (on an annualized basis) of 175' of the
Current Premium.
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:d) :f SEC := ~~e 2~r~~vi~q ~==po=a~~:~ cr any
ot ~~s suc:=!s==~ := :ss~;~! :l sha1~ =onsoli~ace ~lch or
merqe ~~co a~! :~~er ==rp=racion cr enci=y and sha1: ~oc be
:he con~~~~~~= := ~ur~:~~~~ :oreoracion or enc~:'l c: such. .. ..
consoliaac~=~ := ~er;er :: '~ii sha1: ~=ansfer all ~r

sUbscanc~al:: :11 =t ::s ~roper=~es and assees to any
individual, :orpcracion c: other enti:y, then and i~ each
such case, ~ro;er provlsions shal~ be made so chac =he
successors ana :ssig~s :f sac ~r :he Surviving Corporacion,
as the case ~ay be, shall assume all of the,obligacions set
forch in this Seccion.

(e) The provisions of this Section are intended
to be for the oenefi: of, and shall be enforceable by, each
of the !ndemr.~=ied Par~~es, ~heir ~eirs and :heir
=epresencac~-:es.

6~13. Iake"y~: StatY~D. If any Takeover Statute
is or may become applicable to the Merger or :he other
transactions :oncemplated by this Agreement or the Stock
Option Agreement, each par~y here~o and its board of
directors shall grant such approvals and take such actions
as are necessary so that such transactions may be consum
mated as prompt~i as practicable on the teroms contemplated
by this Agreement or the Stock Option Agreement or by the
Merger and otherwise act to eliminate or minimize the
effects of such statute or regulation on such transactions.

6.14. pi1;deDd~. The Company shall coordinate
with SSC the declaration, setting of record dates and
payment dates of divldends on Company Shares so that holders
of Company Shares do not receive dividends on both Company
Shares and SSC ~ommQn Stock received in the Merger in
re.pect of any calendar quarter or fail to receive a
dividend on either Company Shares or SSC Common Stock
received in the Merger in respect of any calendar quarter.

6.15. Cgnf;den~iAlity. The Company and sse each
acknowledges and confirms that it has entered into a
Confideneiality and Non-Oisclosure Agreement, dated
OCtober Z2, 1997 (the "Cgnfidentiality Agreement"', and that
the Confidentiality Agreement shall remain in full force and
effect in accordance with its terms, whether or not the
Merger is consummated.

6.16. Cgntral?f ~h, CgmpAny', Qp.r~t;Qn=.

Nothing contained in this Agreement shall qive SSC, directly

HYams: 111"'10 -42-



~r :':lciirec~~·:·, ::..:;~~::: :: ,:~nt.=:l :~ ~irec': :.~e 1:~mpanyJ!

operat.i.ons ;:::.: = ::: ::-.e ::!~ec':.:. -:e :' :":ne. ?ri~r::;) :::le
~ffect.i",e :' :":ne. :::e:::m~ani shall. ~xer,::.se, :onsist.ent. with
the ~er.ms ana ~:na~::.:;)ns ~f :his Agreemen~, =omplet.e cont.rol
ana super~is~:~ :: ~:s :perat.~:ns.

6.:7. ~ex :Q~;a.,rytet~~n r.r~,::. :or ~urposes of
the tax opini:ns iesc=~bea ~~ Sect.i::ns i.2(c) and i.3(c} of
this Aqreemerit., ~ach :f :he Company and SSC shall provide
representati=n ~etters, ~n for.m and substance reasonably
satisfactory t= the Comcanv and SSC, each dated as of the
date that is two business days prior to the date the
Prospectus/Proxy Stat.ement :..s first. mailed to shareholders
of the Company ana :eissued as of the Closing Dat.e.

6.:3. 7;an:;~~ ~axe:. All s~a~e, ~ocal, :oreign
or provincial sales, ~se, real propertY transfer, st.ock
transfer or simi~ar ~axes (including any interest. or
penalties with :espec':. ~heret.o) att.ribut.able to the Merger
(collect.i",ely, :he It"!';,-an:fa ,.. "'axe:") shall be timely paid by
the Company, Nhich payment.s, if any, shall be made from tha
Escrow Account :: required by Sect.ion 4.5.

ARTICLE VII

Conditions

7.1. CQDQ;-·~n: -~ ~ak~ o,r~i'~ Qbl·;ftr·~n -0
~f!a~~ ~he Ma,..:a~.!he ~espective obligat.:.on of eac~ part.y
to effect. the Merger :s subject. to the satisfac~ion or
waiver at or prior t.o the Effect.ive Time of each of the
followinq conditions:

(a) gherabold.r ApprQYAl. This Aqreament shall
have been duly approved by holders of Company Shares
constituting the Company Requisite Vote:

(b) NXSE Li,ting. The shares of SBC common
Stock issuable to the Company shareholders pursuant to tbis
Agreement. shall have been approved for listinq on the NYSE
subject. to official not.ice of issuance.

(e) GQye;n~ntal Cgp3enta. The waiting pariod
applicable to the consummation of the Merger under the KSR
Act shall have expired or been tar.minated and all maeerial
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shall ~ave =e~n ~aQe := ~bt.a~nea cursuant. :~ a Final Order,
cree t"'r- -no, --"'0--'--5 -~ve"'~c. -""I' -~e r""-~an'l or e~c 'other... -i c:. •• __ •• i.6 : ... w '.... _"""~.. -~.

than ::r ::~=~:~:~s :~a~ il are noc =easonably :~kely,

individual:! :r ~~ :~e aggregat.e, :0 have a Mater~al Adverse
Effect. on t.te ':.;mpany :~llowinq c:"e ::ffect.ive T1me, or
(iil are not. =l!!asonacl'l.likely t.o have a.MaterialAdverse
Effect. on SSC ::l~cwl.riq- ':he Effect.i',e Time ~(it being
underst.ood :tat., :or this pur~ose, mat.eriality shall be
Qete~ned wlth reference to the t.ot.al ente~rise ~alue of
the Company and ~:s Subslaiaries, taken as a whoie, rather
than that of sse ~na ::s Subs~diaries, taken as a whole, and
taking into account ~ny material restrictions on :he ability
of sse or any ~f ~:s Significant Subs~diaries t.o conduct its
operations as :~==~n~~~ conauc~ed or as proposed ~~ be
conducted by ~=l). :or :he purposes of this Agrl!!ement.,
"rinAl Qrde,.. .. ~eans an action or decision that has been
qranted as t~ whict 'a) no request for a stay or any s~lar

request is penQi~g, ~o stay is in effect., t.he action or
decision has noe =een ~acated, reversed, set aside, annulled
or suspended and any deadline for filing such a request that
may be designated by statute or regulation has passed, (b)
no petition for =ehear~ng or reconsideration or application
for review is pending and tne t~e for the filing of any
such pecition or applicat.ion has passed, (0) none of the
FCC, the DPUC or any oeher Governmental Entity has the
action or decision under reconsideration on its own motion
and the time within whic:" it may effect such reconsideration
has passed and ;dl no appeal is pending (inc!uding other
administrat~7e or jUdic~al reviewl or in effect and any
deadline for :iling any such appeal that ~y be specified by
statute or rule has passed, which in any such case (al, (b),
(c) or (dl is reasonably likely to result in vacatinq,
reversing, setting aside, annulling, suspending or modifying
nch action or decision (in. any such case in a manner wtUch
would have a Material Adverse tffecton sse or the company
follOWing the Effective Ttme) . '

(dl Laws and QtOer-. No Governmental Entity of
competent jurisdic~ion shall have enacted, issued,
prcmulqated, enfQr~ed or entered any Law (whether temporary,
preliminary ~r permanent) thati~ in effect and restrain.,
enjoinsor otnerwise prohib.i..tsoconsUIDIIl&tion of the Merger or
the other transactions contemplated by this Agreement or
that is, indiVidually or in the aggregate with all other
such Laws, reasonably likely to have a Material Adverse
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none of ~~e ::par~=en~ :f ;us~~=e, :he Federal 7:aae
Comm~ssion, :~e ::: ~= ~~e :?UC shall ~ave ~ns~~:~~ed any
oroceedi~= := :~=ea~;neQ :~ writ~na or ~ubliclv announced
110.. ... •

its ~n~en~~=~ :: ~~s~~~~~e :ny proceea~~g seeking any such
Oreer.

(el s-u. !he S-4 Reg~stration Sta~emen~ shall
have become ef:ec~~7e under ~he Securities Act. No s~op

order susgending the effec~i7eness of the 5-4 Reqistration
Sta~ement shall have been issued, and no proceeaings for
that purpose ~hall 'have been initiated or be threatened by
the SEC.

1.2. Cgod~·~:n:~? Qbli;at~an= ~~ ~'c ,od ~e~ser

~. 1'he '~bli.:;a~:.=nsJf sac and Merger Sub ~o effec~ -:he
Merger are also subjec~ :0 the satisfac~ion or waiver by SSC
at or prior :0 the ~ffect:ive Time of the follOWing
conditions:

(al Repr:e,ntitign= ,nd W'rtanti-=. The
representations and warranties of the Company set forth in
this Aqreemen~ (il to the extent qualified by Material
Adverse Effect shall be true and correct and (ii) to the
extent not qualified by Material Adverse Effect shall be
true and correct, except that this clause (iiI shall be
deemed satisfied so long as any failure~ of such
representations and warranties to be true and correct, taken
toqetner, do not have a Material Adverse Effect on the
Company, in each case (i) and (ii), as of the date of this
Aqreemen~ and (excep~ ~o the ex~en~ such repre5en~at:ions and
warranties speak as of an earlier datel as of the Closinq
Date as though made on and as of the Closing Date, and SIC
shall nave received a certificate siqned on behalf of the
Company by an executive officer of the Company to such
effect.

(bl 2.r~gtmftDCe Of QbligltigD§ gf pRe Cgmp.ny.
The Company shall have perfor.med all material obligations
required to be perfor.med by it under this Aqreement at or
prior to the Closinq Date, and SSC shall have received a
certificate siqned on behalf of the Company by an executive
officer of the Company to such effect.

(c) T'x OpinigD. SIC shall have received the
0p1n1on of Sullivan , Cromwell, special counsel to SIC,
dated the Clos~ng Date, to the effect that the Herqer will
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be t:eated ::r :~aer~~ ~~=cme ~ax =ur:oses as a reoraaniza-. . .
:ion within ~~e ~ean~~= == Sec~~:n 268(al ~f :~e ·::de. and
tha~ each '8: 23C. :'lerger Sub and :~e c:mpany ';>lill be a party
to that reor;an~=~~~on NL~hi~ :~e ~.aning of S.cti~n 36B(b)
of :he Code: ~: teir.; ~nders~cod :~at ~n render~~q such
opinion, suet :ax counsei shall be ~nti~~ed to rely upon
repres.ntat~cns ;rov1ded by the parties here~c in the
representat~on :etters referred to in Sec:ion 6.17.

(d) Qi33,n~-~g ShAr-:. The Dissenting Shares
shall not consti:~te more than 9' of the aqgreqate number of
Company Shares outstanding immediately prior to the
Effective Time ~;qyid=Q, howey-:, tha~ :his condition shall
be deemed to be waived by SSC if the condition se~ forth in
Section 7.2(el :s deemed waived by SSC ?ursuant :0 the
proviso to Sec::cn ~.:(el.

(e) Acc;untant:' ~ett-~. SSC shall have
received a letter ~:om ::s independent pUblic accounting
firm to the effect that :he Merger will qualify for
"pooling-of-interests" accountinq treatment: provided,
hgweyer, that this condition shall be deemed to be waived by
SSC if saC's independent accountinq firm shall have failed
to deliver such letter solely as a result of one or more sse
Pooling Actions.

For purposes of this Section 7.2Ce), "sac Dooling
Act~Qn" shall mean (i) any action taken by SSC or any of its
Subsidiaries after the date hereof that would prevent the
Merqer from qualifying for "pooling-af-interests" accounting
treatment if any of the executive officers of sse actually
knew or. after appropr~ate inquiry, should have known that
such action would prevent the Merger from qualifying for
"pooling-of-interests" accounting treatment. (li) the escrow
arrangements referred to in Section 4.5 hereof, if the
Campany's obligation to make such arranqements has not been
waived by SSC in accordance with Section 4.5 and (iii) any
condition existinq on the date hereof which, with reference
only to SSC and its Subsidiaries, would prevent the Merger
from qualifyinq for "pooling-of-interests" accounting tr••t
m.nt under the currently published and effective quidelin.s
and interpretations of the American Institute of Certified
Public Accountants, the Financial Accounting Standards Bo.r~

and the SEC relating to "poolinq-af-interests" accounting
treatment.
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:'he obl.i;at::.::: -: f :.::'e ·::.mpany ':.:::l effec": :.he ~1erger :'3 also
SUbject ::::l :~e ~ae~sfac":~:n or ~aiver =y t:~e C:mpany ac or
prior to :.~e ~::;ct:~7e :~~e 0f ~~e ::::lllowing condi-:~ons:

(al Rtp;a·t"~5b~~Cs ind ~ar~~n~·i·. The
represeneae~:ns and warrane~es of SSC and Merqer Sub sec
forch in this ~qre~ment: 'i) to the extent quali~ied by
Material Adver~e Effec~ shall be true and correct, and
(ii) to the extent noe qualified by Material Adverse Effecc
shall be true and correct, except :hac this clause (ii)
shall be deemed satisfied so long as any failures of such
represencacions and warranties :0 be true and correct, taken
togecher, do not have a Material Adverse Effect on sac, in
each case (i) and :iil, as of the date of this Agreemenc and
(except :':::l ':.~e sxtent: 3ucn =epresentat~:::lns and ~ar=anties

speak as of an ear~.ier 1ate) as of the Clos~ng Date as
though made ~n and as of the Closing Date, and the Company
shall have recei7ed a certificate signed on behalf of sse by
an executive officer of SBC :0 such effect.

(bl Per~;:manbc gf Qbl;gat;gns Of sse ~nd

Me~ger ~ub. ~ach of sac and Merger Sub shall have perfor.med
all material obligaeions required to be performed by it
unaer tnis Agreemen~ ae or prior to tne Closing Date, ana
the Company shall have received a certificate signed on
behalf of SBC and Merger Sub by an executive officer of SBe
to such effect.

(cl Tax ~pi"'~n. The Company shall have
received the cpinion of C=avath, Swa~ne & Moore, counsel to
the Company, dated the Closing Date, to the effect :hat the
Merger will be treaeed for Federal income tax purposes as a
reorganization within tne meaning of Seccion 368(a) of tbe
Code, and that each of sac, Merger SUb and the Company will
be a party to that reorganizacion within the meaning of
Section 368(b) of the Code; it being understood thae in
rendering such opinion, such tax counsel shall be entitled
to rely upon representations provided by the parties hereto
in the representaeion letters referred to in Section 6.17.
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~.:. -~~_·-~~~~n ~.; 'A';P~31 ~;n=en~. ~his

Agreemen~ ~ay =~ :~r=~~~ced and ~~e Mer;er may =e abanaoned
ae any t:.:ne ;:r~=r -:= :.~e E:ffec-C:"le Time, ';o1het.her before or
after ':he apprc':al ='! shareholders of ":he CCl'lq)any referred
to in Sec~ion -.l(dl, ~y mut.ual ~rit~en consent. of the
Company and ~SC. ~y action of their respect.ive boards of
clirect:ors.

8.2. ~~~~'~3t;~n by ~~~h,~ 'sac 2; -~e rQmplny.
This Agreement ~ay ce :erminat.ea and the Merger ~y be
abanaoned at any ~~~e ~rior to the E:ffec'Cive ~ime by act:ion
of the boarc :: ~~re~~=rs of e~t~er SBC or the Ccmpany if
(i) the Merger 3na~: ~Ot have' been consummat.ed by December
31, 1998, 'whether such daee is before or after the date of
approval by the ~harenolders of the Company (the
"Teeminat;~, ~at~"'; prOVided, however, thae ~f the Company
or sse aeeerm~nes :hat additional t~e is necessary in
connect:ion with obta~ning a Company Required Consent: or a
SSC Required Consent :rom or with the FCC, the DPUC or any
other Governmental Eneity, the Ter.minationDate may be
extenaed by the Company or sse from time to t~e by written
notice to the other ~art:y to a date no later than June 30,
1999 (the Utlt~~~ed -arminatiQn pate"), (ii) the approval of
the Company's shareholders reqUired by Sect.ion 7.1(a) shall
not have been obtained at a mee~ing duly convened therefor
or at any adjournmen~ ~r postponement ~hereof or ~iii) any
Oraer permanently :escr3ining, enjoining or otherwise
prohi~iti~g consummat~on of the Merger shall become final
ana non-appealable (whether before or after the approval by
the shareholders of the Company); p;gvided, that the riqht
to t.~nate this Agreement pursuant: to clause (i) above
shall not be available to' any party that has breached in any
material respect its obligaeionsunder this Agreement in any
manner thae shall have proximately contributed to the
failure of the Merger to be consummated.

8.3. Ie~;DAtiQD by ~he ~gmpony. This Aqr....nt
may be terminated and the Merger may be abandoned at any
time prior to the Effec~ive Time, whether before or after
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:he =pp::~al =:' 5narehc~~er! ~f :he c~mpany referred to in
S.c~~:n ~,::al, =~ ac~~=n :f ~~e board of direc~::s of the
Company:

i a I :f:.) :he:~mpan,! ~hal: :iot :-.ave 'Ilillfully
breached any :: ~~e ~erms :f this Aqreemen~ ~n a manner
resulting ::1 =ai:~=e of a condition set :orth in
Section 7.2(al := ~,2(b), (ii) the board of directors of the
Company appro~es sn~er~~g into a binding written agreement
concerning a t:ansac~ion that constitutes a Superior
Proposal and the Company notifies SSC in writing that the
Company wishes :0 enter into such agreement, (iii) SSC does
not make, within five business days of receipt of the
Company's written noti:ication of its desire to enter into a
binding aqreemen~ :~r a Superior Proposal, an offer that the
board of direc~=rs :f :he Company believes, in gooa faith
after consulta~~on w4th its financial advisors, is at le.st
as ~avorable, :rom a financial point of view, to the
shareholders of the Company as the Superior Proposal, ana
that contains :erms and conditions (other than with respect
to type or amount of considerationl that do not differ
materially from either the ter.ms and condit!ons of this
Agreement or the terms and conditions of the proposed
agreement :or such Superior Proposal and (iv) the Company
prior to such termination pays to SSC in immediately
available funds any fees required to be paid pursuant to
Section 8.5. The Company agrees to notify SSC promptly if
its desire to enter into a written agreement referred to in
its notification shall change at any time after giving such
notifica'Cion.

(bl If there has been a breach by SSC or Merger
Sub of any representation, warran'Cy, covenan'C or agreement
containea in this Agreement which (i) would result in a
failure of a condition set forth in Section 1.3(a) or 7.3(b)
and (1i) cannot be cured prior to the Extended Te~nation
Oate. .

8.4. Terminatign by sac. This Aqreement may be
ter.minated and the Merger may be abandoned at any tima pr10r
to the Effective Time by action of the board of directors of
SSC if (i) the board of directors of the Company shall ha..
withdrawn or adversely modified its approval or
recommendation of this Agreement or failed to reconfi:m its
recommanaation of this Agreement within ten business days
atter a written request by SSC to do So, proVided that such
a request is made after the board of directors of the

I
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Company ~as :~Ken ~ny :: :~e ac~~:ns s?ec~=~ea ~~ clause re)
or (Ol of :~e ~==7~SO ~: Sec~~~n 6.: wi~h =espec~ :~ an
~cquisi~~=n ?==posal ~nd ~uch Acquisi:~on Proposal has noe
been rejec:ad =t suc~ =oard ~f direc~:rs or witharawn,
fii) there ~as =een : c=eac~ by :~e c:mpany of any
=epresen~a~~:~, Nar=~n~'l, =ovenan~ == aqre.men~ :on~ained in
this Aqreemen~ Nnich ~A) would result in a failure of a
condition se~ :=r~~:~n Sec~ion 7.2(a) or 7.2(b) and (Sl
cannoe be c~=ed pr~or ~o the ~x~enaed Ter.mina~ion Date or
(iii) if the Company or any of its Represen~aeives snall
take any of the ac~ions tna~ would be proscribed by
Seceion 6.2 bu~ ~or the excep~ion therein allowing certain
actions to be taken pursuan~ to clause (C) or tOl of the
proviso thereof ~o~her :han any such ac~ions taken pursuane
to such clause 'C) w~th =espec~ to any bona fide wri~ten

Acquisition ?:oposal :received after :he date hereof that
was no~ soL.=~ted by ~ne ':ompany after ~he da~e hereof)
taken during the ten calendar day period followinq receipt
of such Acquisition Proposal by the Company if. and only if.
the Company receives such AcqUisition Proposal during the
Initial 15 Day Period). For purposes of this Aqreement, the
"Jnit~ftl '; pay o·~;~d" shall mean the lS calendar day
period commenci~g with the first calendar day after which
this Agreemen~ shall have been filed by SSC or the Company
with the SEC as an exhibit to a Curren~ Report on Form a-K
under the Exchange Act.

8.5. ttf-et?f ~e:minat;?n and AbAndonment.
(a) In the even~ of term~nation of this Agreemen~ and the
abandonment ~f tne Merger pursuant :0 this Article VIII,
this Aqreemen~ :ocher chan as sec :orth in Sec~~on 9.1)
shall become void and of no effect with no liability on the
part of any party hereto (or of any of its directors,
officers, employees, agents, legal or financial advisors or
other representatives); provided, hQwever, except as
otherwise provided herein, no such te~nation shall re11eve
any party hereto of any liability or damages resultinq ~:aa

any willful and intentional breach of this Aqreement (in any
such case in which SSC is not the breaching party, to the
ex~.ftt any such liability or damages exceed any Ter.m!nation
ree which may have been paid to SSC pursuant to
Section 8.5(b»).

(b) :n the event that (i) after the date hereof a
bona tiae AcqUisition Proposal with respect to the Ca-pany
or any Subsidiary of the Company that was not solicited by
the Company after the date hereof shall have been made to
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:he C:lmpan'/ : = any -:: :':s SubsJ.di.ar=.~s and ~ade ~:nown -::
shareholder! :enera1:t ~r ~as =een ~ade direc~~J -:0
sh-rehola'e,..e -one"'=- ; ~., ....... -ny OAr-on c:'na i i "'ave "'uc'l~ -. ~18 __ ~_ _ .: '*_ a. ... _.. -. -_.. e'" ....... :

announced an :~~en~=.:n ~he~her =r ~o~ conditionaii to make
a bona :~de ~~q~~s~c~~n :roposa1 N~~h =espec~ :0 ~he Company
or any Subs::"~iar::~f -=.he ':ompany and such Acquisit~on

~roposal or announced :'n~en~ion shall not have been
witharawn ;r=.=r to the Shareholders Mee~inq and :hereafter
this Agreemenc :'s cermJ.r.a~ed by either SSC or the Company
pursuant to Sec~::..on 8.2(iil and within nine months after
such ter.mina~ion the Company shall have entered into an
agreement :0 consumma~e a transac~ion that would constitute
an Acquisition ~roposal :'f it were the subject of a
proposal, or ~iil this Agreement ~s terminated (x) by the
Company pursuan~ :0 Sec~ion 8.3(al or (y) by sac ?ursuant :0
Sec~ion 8.4 (i), ~ ii) I sole1 y wi th =espec~ ':.0 a willful and
intentional breach of Sec~::..on 6.21 or (iii), then :ne
Company shall promp~ly, but ~n no event later than two days
after the da~e of such termination (except as otherwise
prOVided in Sec~ion 8.3(a)) or, in the case of a ter.mination
pursuant to Sec~::..on 8.2(ii), two days after the relevant
agreement :'s entered into, pay SSC a fee equal to $125
million (the "·erminat~?p f,e"), which amount shall be
exclusive of any expenses to be paid pursuant to
Section 6.11, payable by wire transfer of saae day funas.
The Company acknowledges that the agreements contained in
this Section 8.5(b) are an integral part of the transactions
contemplated by this Agreement, and that, without these
aqreements, sse and Merger Sub would not enter into this
Agreement: accordingly, :'f the Company fails to prompt1y pay
the amount ~ue ~ursuan~ to this Sec~~on a.S(b), and. in
order to ob~ain such payment, SSC or Merger Sub commences a
suit which results in a jUdq,ment against the Company for the
tee set forth in this paragraph (b), the Company shall pay
to SIC or Merger Sub its costs and expenses (including
actorneys' fees) in connection with such suit, together with
interest on the amount of the fee at the prtme rate of
C1t1bank N.A. in effect on the date such payment was
r.quired to be made. Solely for purposes of
Section 8.5(b) (i), the term "Acquisition Proposal" shall
have the meaning assigned to such term in Section 6.2(&)
except that references to "lS'" in the definition of
"Acquisition Proposal" in Section 6.2(a) shall be deemed to
be references to 35\ and the reference in such definition to
"or any of its Subsidiaries listed on Schedule 1" shall be
d....d to be a reference to "or the Southern New England
Tel.phone Company".
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~iscsi:aneous and S~neral

9.:. 34r7·~~i. 7his Ar~~=le :X (oeher ~~an

Sec~ions 9.2 and :.4i ~nQ ~~e agreemen~s of the Company, SSC
anti Merger Sub ~=n~a~ned ~n Sec:ions 6.10 (Benefi~s), 6.11
(Expenses) anti ~.:2 ':nQemn~fica~ion: Direc:ors' and
Officers' :nsurancel shall survive the consummaeion of ~he

Merger. This Ar~~=le :x (oeher ~han Sec~ion 9.2
(Modifica~i=n ~r .~enQmentl, Sec~ion 9.3 (Waiver of
Conditions) and 2sc~~on 9.14 (Assignmenell and the
aqreemen~s of :~e :cm~any, SSC and Merger Sub coneained in
Sec~ion 6.~1 'Sxgensesl, Section 6.15 (Confiden~iality) and
Section 8.5 ~!:;C~:: :erm~na~ion and Abandonment: shall
survive the :erm~~a~~:n 0f ~his Agreement. All oeher
represent:aeions, ',"arranties, covenanes and agreements in
this Agreement shal: ~ot survive the consummation of the
Merger or the :erm~~at~=n of this Agreement.

9.2. MQdi~~-3t~qn qr ~mendmen~. Subject to the
provisions of appl~cable law, at any time prior to the
Effec~ive !ime, :he 9arties hereeo may modify or amend this
Aqreemene, by wr~t~en agreemene execueed and delivered by
auly authorized officers of the respec~ive par~ies.

9.3. Woi7c b ~F ~gndi~~qns. (a) Any provision of
this Agreement may be waived prior to the Effec~ive Time if,
and only if, such Na~~er ~s in wri~ing and signed =y the
par~y against Nnom ~~e Na~ver ~s to be effecti7e.

(b) No failure or delay by any party in
exercising any right, power or privilege hereunder snall
operate as a waiver tnereof nor shall any single or par~ial

exercise thereof preclude any other or fur~her exercise
tbereof or the exercise of any otner right, power or
privilege. ~xcept as otherwise herein proviaed, the riqbts
and remedies herein prOVided shall be cumulative and not
exclusive of any rights or remedies provided by law.

9.4. Cgunteppart$. This Agreemen~ may be
executed in any number of counterpar~s, each such counter
part being deemed :0 be an oriqinal instrument, and all such
counterpares shall togeeher constitu~e the same agreement.
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9 . :. . CIWIIlInm!.All AIm mAl; prgp. or .mJ\t
DIn. (a) ':1115 MaEEHD1'r 5DLI. sa DdMID TO ..... III
... D1 ALI. aESPECT5 SDI.I. U :L1fti:itft:&fl, Ca.8!'JtOiW MID
CJOVD»CD Bt' AI1D IN ACCOIlDUCE w:tD '.rill: LAW 01' TD SDD 0"1
DCt.WAllE, wrnOOT UcaaD TO 'rBE CClll'LIC': 01' I.&1f P1U1IC%1'tZS
1""l&Or, uc:z:n~ 'rD Mall.. SD:LI. as GOV...U 151' MID III
ACCOMlIHCZ wn1! 'nIZ OSC&, 1ft) 'I'D U'fDl'f UWL%am.z. The
p.r~ies her~~y ~==evocably submi~ to the jurisdic~ion of the
Feaeral cour~s ~f the Uni~ed States of America located in
the State of. Delaware solely in re.pect of the interpreta
tion and enforcemen~ of the prOVisions of this Aqreement and
of the documen~s ~eferred to in this Aqreement, and in
r.spec~ of t~e ~ransac~icns contemplated hereby and thereby,
and hereby wai7e. and agree not to as.er~, as a defense in
any action, su~t ~r proceeding :or the interpre~a~ion or
enforcemen~ ~ereof ~r of any such documen~, tha~ ~t is not
subjeCt thereto or tha~ such action, suit or proceeding may
not be brought or is not ~intainable in said courts or that
the venue t~ereof may no~ be appropriate or that this
Agreemen~ or any such document may not be enforced in or by
such courts, and the parties hereto irrevocably aqree that
all claims wit~ respec~ to such action or proceeding shall
be heard and de~er.mined in such a Federal court. The partie.
hereby consent to and qrant any such court jurisdiction over
the Person of such parties and over the subjec~ matter of
such dispute and aqree that mailinq of process or other
papers in connection with any such action or proceedinq in
the manner prOVided in Section 9.6 or in such other manner
as may be per.mit~ed by law, shall be valid and sufficient
service thereof.

(b) EACH PARTY ACKNOWLEDGES AND AGREES THAT ANY
CONTROVERSY WHICH MAY ARISE UNDER THIS AGREEMENT IS LIlCELY
TO INVOLVE COMPLICATED AND DIFFICULT ISSUES, AND THEUFORE
EACH SUCH PARTY HERESY IRIEVOCABLY AND UNCONDITIONALLY
WAIVES ANY RIGHT SUCH PAtTY MAY KAVE TO A 'l1lIAL BY JURy IN
RESPECT OF ANY LITIGATION DIRECTLY OR INDIRECTLY ARISING 00'1'
or OR RELATING TO THIS AGREEMENT, OR THE TRANSACTIONS
CONTEMPLATED BY THIS AGREEMENT. EACH ilARTY CDTIFIES ABO
AC!CHOWLEDGES THAT (i) NO REP1\ESENTATIVE, AGENT OR ATTORBY
OF ANY OTHER PARTY HAS REPRESENTED, exPRESSLY OR OTREJUfISE.
THAT SUCH OTHER PARTY WOULD NOT, IN THE EVENT OF LITIGATION,
SEEK TO ENFORCE THE FOREGOING WAIVER, (ii) EACH SUCH PARn
UNDERSTANDS AND HAS CONSIDERED THE IMPLICATIONS or THIS
WAIVER, (iii) EACH SUCH PARTY MAKES THIS WAIVER VOLmrrAaI~Y,

AND (i v) EACH SUCH PARTY HAS BEEN INDUCED TO ENTER INTO THIS
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AGR££MEN':' :·f, .:"i-10NG : :'H::? ':':!U1GS. ::tt :·:U'!'::~r.. :·IAr:E:?S ;'.ND

9.6. \19t· -,=. :lotl.:es, =equest.3. :':1S~:~c:~:'ons or
o~her doc:umen~! :: ce ~~7en ~naer :~is Aareemen~ snail be in. ~

writing ana shal: te ~eemea g~ven, .~) three business days
following sendi~~ by =eqist.erea or =er~i~iea mail, pos~age

prepaid, ;ii) ~nen sent. :'f sen~ by facsimile, providea that
the fax:'5 prcm9t.~! con£:':.mea by t.elepnone confirmat.ion
thereof, (iiii ~nen delivered, if delivered personally to
the intendea recipient., and (iv) one business day later, if
sent. by overnight. delivery via a national courier service,
and in each ~a5e. addressed to a par~y at. the :ollowinq
aadress for sucn par~l:

sac :ommunicat.ions Inc.
175 E. Houst.on
San Ant.onio, ~exas 78205
At~ent.ion: James D. Ellis, Esq.

with copies t.o:

Sullivan & Cromwell
125 Broad Street.
New York, ~ew York 10004-2498
Attent.ion: Benjam1n F. Stapleton, Esq.

if -"" '-:1= rgmpany

Sout.hern New England Telecommunications
Corporation
227 Church Street
New Haven, Connecticut 06510
Attention: Madeline DeMatteo, Esq.

with copies to:

Crava~h, Swaine & Moore
825 Eighth Avenue
New York, New York 10019
Attent.ion: Robert A. Kindler, Esq.

Rober~ I. Townsend III, Esq.
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or :~ such ::~er ~~rsor.s == :adresses ~s may =e de!~;na~ed

'n wr~",;"'a .... -"'e "''''r-'' - "."'A'·~e ~"c'" "'O"~-A as ......ov1.·c·ed- ... _ ...... -, --. :- .... -: 111 _ ...... '---- ~-

abcve.

9.:. ~nt·-D :g:D.m.ry~. ~his Agreemen~ inclua~

inq any exn~=~~z here~ol, ~ne Stock ~p~ion Agreemen~, ene
Confiden~iali:'/ Aareemen~, :he CO!l\1)anv Disclosure Letter ana
the sse Disc~=sure :eccer =ons~i~u~e ~he entire aqreement,
and supersede all =~ner ;rior agreemen~s, underscandings,
representa~~ons and warranties both written and oral, amen;
the parties with =espec~ :0 the SUbject matter hereof. EACH
PARTY HERETO AGREES 7HAT, EXCEPT FOR THE REPRESENTATIONS AND
WARRANTIES CONTAINED IN THIS AGREEMENT AND THE STOCK OPTION
AGREEMENT. ~EITHER sac AND MERGER SUB NOR THE COMPANY MAKES
ANY OTHER REPRESENTATIONS OR WARRANTIES. AND ~CH HEREBY
DISCLAIMS ~NY ~THER ~EPRESE:NTAT:ONS OR WARRANT:~S MADE BY
ITSELF OR ANY OF :TS OFF!CERS. uIREC~ORS, tMPLOYEES, AGENTS,
rINANCIAL AND LEGAL ADVISORS OR OTHER REPRESENTATIVES, WITH
RESPECT TO THE EXECUTION AND DELIVERY OF THIS AGREEMENT OR
THE TRANSAC~:ONS CONTEMPLATED HEREBY, NOTWITHSTANDING THE
DELIVERY OR DISCLOSURE TO THE OTHER OR THE OTHER'S
REPRESENTAT!VES OF ANY DOCUMENTATION OR OTHER INFORMATION
WITH RESPEC ':'0 ANY ONE OR MORE OF THE FOREGOING.

9.8. NQ ~hi;d P,rty a.nef~~ilri:=. Except a.
provided in Section 6.12 (InQemnifica~ion; Directors' ana
Officers' Insurance), this Agreemen~ is not intended to
confer upon any Person other than the parties here~o any
rights or remedies hereunder.

9.9. Qbl;'~t';?n= ~f $BC inti 1£ ~,~ r?mpany.
Whenever :hi5 Aqreemen~ :equires a Subs~diary of SBC to take
any action, such requiremen~ shall be d.emed to include an
unaer~akinq on thepar~ of SSC to cause such Subsidiary to
take such action. Whenever this Agreement requires a
Subsidiary of the Company to take any action, such require
..nt shall be deemed to include an undertaking on the part
of the Company to cause such Subsidiary to take such action
and, after the Effec~ive T~e, on the part of the SurviviDq
Corporation to cause such Subsidiary to take such action.

9.10. SeverAbility. The provisions of this
AcJreement shall be deemed severable and the invalidity or
unenforceability of any provision shall not affecc the
validity or enforceability or the other provisions hereof.
If any provision of this Agreement. or the application
thereof to any Person or any circumstance, is invalid or
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~nen::::eao~;. ~I ~ s~~~~ble anti :~u~~ao~e =rov~s~on shall. .
be subsl:.:.~::-:ea ::-.ere~:: :.::. ortier := caZ::7 OUl:., so f~r as may
be 7alid anti ;~:=:=eac~:. :he :'::'l:.en~ ~nd ?urpcse of such
~nvalid or ~~en::==eacl: ~rov~s~cn anti 'bl the :ema~naer of
~his Aqz:eemen~ ~~ti :~e :ppli=ac~=n of such ?xovis~cn ~o

o~hez: Persons :r ~:.:=~mscances shal: ~oc =e affec~ed by such
invalidi~y or :.lnenfcrceaoility, noz:' shall"-. .suchi:lvalidity or
unenforceabi~i-:y affac~ the validity or enforceability of
such provision, Jr -::ie :pplica~ion thereof, in :any c~her

juriscliction.

9.11. ~Dt.:;:."!,":'¢n. ·The··cable 0..£ con~ents and
heaciinqs herel.::' are :'::)1: convenience of refe'rence'only, do
nocconst:i:uce ;::ar~ -Jf ':his Agreement: and shall noc be
deemed to·liml.~ Jr JCnerWlse affect· any of the provisions
hereof. Where ~ :=e:erence ':':1 chis ~.qreement. ':'s maoe ':0 a
Sec~ion or £xh~=:.~, such reference shall be to a Sec-:ion of
or Exhibit :0 chis Aqreemen~ unless othez:wise inciicat:ed.
Whenever the wortis ":.nciude," "includes" or "incluciinq" are
used in this Agreement, they shall be deemed to be followed
by the word.s "·... lcnout:. :'imication."

9.12. AI3;~Dment. This Aqreemen~ shall noc be
assignable by operac~~n of law or otherwise: provided,
nowever, tha~ sse ~y designate prior to the Effeccive T1m8,
by wz:itten notice to the Company, another wnolly owned
diz:ect or inclirec~ Subsidiaz:y to be a party to the Merger in
lieu of Mez:qer Sub, ~n which event all references herein to
Mergez: Sub shall be deemed references to such ocher
Subsidiary (excep~ Nl~h =espec~ :0 represen~acions anci
waz:ranci.es matie ~.erel.:1 ·... i th respeco: ~o Merqer Sub as ,of the
date hereof) anti all representacions and waz:rancies made
herein with respec~ to Merger Sub as of the date hereof
shall be also macie with respect to such other subsid.iary as
of the date of such -designation. Any assignment in
contravention of -the precedinq sentence shall be null and
void•

. r
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IN \VITNESS \VHEREOF. this Aszreement has been dulv executed and
delivered by the duly authorized officers ;fthe panies hereto as'ofthe date first
written above.

SOtJTHERi.'-: NE'W ENGLAND
TELECOMMUNICATIONS CORPORATION

By: ~ _

Name: Daniel J. Miglio
Title: Chairman of the Board

and Chief Executive Officer

SBC COM!\1UNICATIONS INC.

BY:N~~~~
Title: Chainnan of the Board

and ChiefExecutive Officer

SBC (CT), INC.

By: ~~Q(~.~~.,
Name: Edward E. Whitacre, Jr.
Title: President



IN WITNESS ~H£rtEOF, this Agreement has been duly
execu~ad anQ delivered =1 the duly aU~hcri%ed officers of
the parties hereto as 0: the date f:rst written above.

sec :OMMUNICATIONS INC.

By:
Name:
Title:

sse (CT}, INC.

By: ~ _
Name:
Title:

NYImS: ,"aso.IO
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EXHIBIT A

S20CK OPTIOR AQPIIMBNT, jated as of the 4th day of
January, : 998 ::his II p"gre,mtnt "), between Southern New
England Telecc~unica~~onsCorporation, a Connecticut corpo
ration ("13!SUI:"', and SSC Communications Inc., a Delaware
corpora~ion ("Grante,").

(a) The Merger ngreement. Prior to the entry
into this Agreement and prior to the grant of the Option (aa
defined in Section l(a», Grantee, SBC (CT), Inc., a wholly
owned subsidiary of Grantee ("Merg.r Sub"), and Issuer have
entered into an Agreement and Plan of Merger, dated as of
the date hereof (the "M.rg.r Agreement"), pursuant to which
Grantee and Issuer intend to effece a merger of Merger Sub
with and in~o Issuer (the "Merger'" l .

(b) Th. Optign Agreement. As an inducement and
condition to Grantee's and Merger Sub's willingness to enter
into the Merger Agreement, and in consideration thereof, the
board of directors of Issuer has approved the grant to
Grantee of the Option pursuant to this Agreement: prgVided,
that such grant was expressly conditioned upon. and made of
no effece until after, execution and delivery by Issuer,
Grantee and Merger Sub of the Merger Agreement.

~, ~leMErORB, in consideration of the premises
and the mutual covenants and agreements set forth herein and
in the Merger Agreement, the parties hereto agree as
follows:

1. The OptiQ,p. (a) Issuer hereby grants to
Grantee an unconditional, irrevocable option (the "Optigp",
to purchase, subject to the te~ hereof, up to 13,266,587
fully paid and nonassessable shares of common stock, having
a par value of one dollar per share ("Commgn Stgck"), of
Iaauer at a price per share in caah equal to $65.00 (the
"QDtigp Price"); prgyided, bgweyer, that in no event shall
the number of shares for which the Option is exercisable
exceed 19.9' of the shares of Common Stock issued and out
standing·at the time of exercise (without giving effect to
the abare. of Common Stock issued or issuable under tbe
Option) (tbe "Maximum Applicable percentAge"). The number
of shares of Common Stock purchasable upon exercise of the
Option and the Option Price are subject to adjustment aa set
forth herein. ..
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(b) In the even~ that any additional shares of
Common Stock are :ssued or otherwise become outstanding
after the date of tnis Aqreement (other than pursuant to
this Agreemen~), the aggregate number of shares of Common
Stock purchasable u~on exercise of the Option (inclusive of
shares, if any, previousiy purchased upon exercise of the
Option) shall automatically be increased (without any
further action on the part of Issuer or Grantee being neces
sary) so tha~, after such issuance, it equals the Max~um

Applicable Percentage. Any such increase shall not affect
the Option Price.

2. Exe:,;;'::,; r:lo:sinqj. (a)· Condition, to ;tler-
si,,; Tepminat;on. Grantee or any other person that shall
become a holder of all or a part of the Option in accordance
with the terms of this Agreement (each such person being
referred to herein as the "Holder") may exercise the Option,
in whole or ~n par~, by delivering a written notice thereof
as provided in Sec~~on 2(d) within 90 days of the occurrence
of a Triggering Event (as defined in Section 2(b») unless
prior to such Triggering Event the Effective Time (as
defined in the Merger Agreement) shall have occurred. The
Option shall ter:mina~e upon either (i) the occurrence of the
Effective Time or (ii) the close of business on the earlier
of (x) the day 90 days after the date that Grantee becames
entitled to receive the Ter.mination ree (as defined in the
Merger Agreemen~) and (y) the date that Grantee is no loftqer
potentially entitled to receive the Termination ree, in e.ch
case under Section 8.5(b) of the Merger Agreement.

(bl Trigge:;ng Eyent. A "T;iggering gyeat" shall
have occurred if the Merger Agreement is terminated and
Grantee then or thereafter becomes entitled to receive the
Termination Fee pursuant to Section 8.5(b) of the Merger
Agreement.

(cl Notice of Ttigger Eyent by I3,ve;. Is.ue~

shall notify Grantee promptly in writing of the occu~rence

of any Triggering Event, it being understood that the 9i9ing
of such notice by Issuer shall not be a condition to the
right of the Holder to exercise the Option.

(dl Notice gf;tl';ei,e by GtAnt.e. If a Holde~

shall be entitled to and wishes to exercise the Option, it
shall send to Issuer a written notice (the date of which 1s
referred to herein as· the "Botik' ptt.") specifying (i) the
total number of shares that the Holder will purchale· pU%8U
ant to such exercise and (ii) a place and date (a ·CIQ.ipg
~") not earlier than three business days nor later than
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60 business days from the Notice Date for the closing of
such purchase (a "Clo=inq"); proVided, that if a filing is
required under :he Har~-Sco~t-RodinoAntitrust Improvements
Act of 1976, as amended (the "5SB Act"), or prior notifica
tion to or approval of the FCC, the CDPUC or any other
regulatory authority is required in connection with such
purchase, ~he Holder or Issuer, as required, promptly after
the giving of such notice shall file the required notice or
application for approval ana shall expeditiously process the
same and the period of time referred to in clause (ii) shall
commence on the date on which the Holder furnishes to Issuer
a supplemental written notice setting forth the Closing
Date, which notice shall be furnished as promptly as
practicable after all required notification periods shall
have expired or been terminated and all required approvals
shall have been obtained and all requisite waiting periods
shall have passed. Each of the Holder and the Issuer agrees
to use all reasonable efforts to cooperate with and provide
infor.mation to Issuer or Holder, as the case may be, for the
purpose of any required notice or application for approval.

(e) Payment of Purchase PriCe. At each Closing,
the Holder shall pay to Issuer the aggregate purchase price
for the shares of Common Stock purchased pursuant to the
exercise of the Option in immediately available funds by a
wire transfer to a bank account designated by Issuer:
grQyiged, that failure or refusal of Issuer to designate
such a bank account shall not preclude the Holder from
exercising the Option, in whole or in part.

(fl Deliyery Of Cgmmpn StOCk. At such Closing,
simultaneously with the payment of the purchase price by the
Holder, Issuer shall deliver to the Holder a certificate or
c.rtificates representing the number of shares of Common
Stock purchased by the Holder and, if the Option shall be
exercised in part only, a new Option evidencing the rights
of the Holder to purchase the balance (as adjusted pursuant
to Section l(b)) of the shares then purchasable hereunder.

(g) Restrictive Leg.nd. Certificates for C~n
Stock delivered at a Closing may be endorsed with a restric
tive leqend that shall read substantially as follows:

"The transfer of the shares represented by
this c.rtificate is subject to certain provisions
of an agreement between the registered holder
bereof and Issuer, a copy of which agr....nt is on
file at the principal office of Issuer, and to
resale restrictions arisinq under th. Securities
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Act of 1933, as amended. A copy of the aforemen
tioned agreemenc will be mailed to the holder
hereof without charge promptly after receipt by
Issuer ~f a written request therefor."

It is understood and agreed that: (i) the reference to the
resale restrictions of the Securities Act of 1933, as
amended (the "Sec;urit;esAs;;t"), in the above legend shall be
removed by delivery of substitute ceItificate(s) without
such reference if the Holder shall have delivered to Issuer
a copy of a letter from the staff of the Securities and
Exchanqe Co~ssion, or a written opinion of counsel, in
form and substance realSonably satisfactory to Iss.uer, to the
effect that suc~ legend is not required for purposes of the
Securities Act; . (ii) the reference to the provisions of this
Agreement in the above legend shall be removed by delivery
of substitute certificate(s) without such reference if the
shares have been sold or transferred in compliance with the
provisions of this Agreement and under circumstances that do
not require the retention of such reference; and (iii) the
legend shall be removed in its entirety if the conditions in
the preceding clauses (i) and (ii) both are satisfied. In
addition, such certificates shall bear any other legend as
may be required by applicable law.

(h) Ownership of Record; Tender gf Purs;;ha;s'
Pric;.·~ txp.nse:;. Upon the giving by the Holder to Issuer of
a written notice of exercise referred to in Section 2(e) and
the tenQer of the applicable purchase price in immediately
available funds, the Holder shall be deemed to be the holder
of record of the shares of Cammon Stock issuable upon such
exercise, notwithstanding that the stock transfer books of
Issuer shall then be closed or that certificates repre
senting such shares of Common Stock shall not have been
clelivered to the Holder. Issuer shall pay all expenses, and
any and all nnited States federal, state and local taxes and
other charges that may be payable in connection with the
preparation, issue and delivery of stock certificates under
this Section 2 in the name of the Holder or its assignee,
transferee or designee.

3. Cgy'plntl pf I;s;sue r • In addition to its
other agreements and covenants herein, Issuer agrees:

Ca) Shlr., R';s,rYld fpr I;s;sulnce. To maintain,
free frO. preemptive rights, ~ufficient authorized but
UD1sSbed or treasury shares of Common Stock so that the
Option may ,be fully exercised without additional authoriza
tion of Cammon Stock after giving effect ~o all other
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options, warrants, convertible securities and other r1ghts
of third parties to purchase shares of Common Stock from
Issuer, or to issue the appropriate number of shares of
Common Stock pursuant to the terms of" this Agreement;

(b) No AypidADCe. Not to avoid or seek to ~void

(whether by charter amendment or through reorganization,
consolidation, merger, issuance of rights, dissolution or
sale of assets, or by any other voluntary act) the observ
ance or performance of any of the covenants, agreements or
conditions to be observed or perfdr.med' hereunder by'Issuer:
and '
.: ••~ : : ~~.~J.J..:' .. ':'.':.. .. . .,

~_.,I,;I .. l.·. . (c,:::nu:tbiu; Anju:!!lDc.=f.i:::.P1:omptly after'the date
hereof to take all actions as may from' time to time be
required (including (i) complying with all applicable
premerger notification, reporting and waiting period
r.quirements under the HSR Act and (ii) in the event that
prior approval of or notice to the FCC, the COPUC or any
oth.r regulatory authority is necessary under any applicable
tederal, state or local law before the Option may be exer
cised, cooperating fully with the Holder in preparing and
processing the reqUired applications or notices) in order to
permit each Holder to exercise the Option and purchase
shares of Common Stock pursuant to such exercise and to take
all action necessary to protect the rights of the Holder
against dilution.

4. Btprea'DtAtioD§ !!lnd WArranties gf I§su'r.
Isauer hereby makes each of the representations and
warranties contained in Sections 5.1(b) (ii), 5.2(a) and
5.2(b) of the Merger Agreement as they relate to this
Agreement as if such representations and warranties were set
forth herein. Issuer hereby further represents and warrants
to Grantee that all shares of Common Stock, upon issuance
pursuant to the Option, will be delivered free and cl.ar of
all claims, liens, encumbrances, and security interests
(other than those created by this Agreement) and not subj.ct
to any pr.emptive rights.

5. B'prea'DbjJtions And ',rrantie, gf Gr.nt•••
Grant.e hereby represents and warrants to Issuer that
Grantee has all requisite corporate power and authority and
baa taken all corporate action necessary in order to
execute, deliver and perform its obligations under this
Agreement and to consummate the transactions contemplated
hereby: this Agr.ement has been duly and validly executed
and delivered by Grantee and constitutes a valid and binding
agr....nt of Grantee enforceable against Srantee in
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accordance wit~ its terms, subject to bankruptcy, insol-.
veney, fraudulent transfer, =eorganization, moratorium and
similar laws cf general applicability relating to or affect
ing creditors' :ights and to general equity principles.

6. ;xghangej O'plagement. This Agreement and
the Option granted hereby are exchangeable, without expense,
at the option of the Holder, upon presentation and surrender
of this Agreement at the principal office of Issuer, for
other Agreements providing for Options of different
denominations entitling the holder thereof to purchase in
the aggregate the same number of shares of Common Stock
purchasable at such time hereunder, subject to corresponding
adjustments in the number of shares of Cammon Stock
purchasable upon exercise so that the aggregate number of
such shares under all Stock Option Agreements issued in
respect of this Agreement shall not exceed the Maximum
Applicable Percentage. Unless the context shall reqUire
otherwise, the terms "Agreement" and "Option" as used herein
include any Stock Option Agreements and related Options for
which this Agreement (and the Option granted hereby) may be
exchanged. Upon (i) receipt by Issuer of evidence reason
ably satisfactory to it of the loss, theft, destruction, or
mutilation of this Agreement, (ii) receipt by Issuer of
reasonably satisfactory indemnification in the case of lo.s,
theft or destruction and (iii) surrender and cancellation of
this Agreement in the case of mutilation, Issuer will
execute and deliver a new Agreement of like tenor and date.
Any such new Agreement executed and delivered shall consti
tute an additional contractual obligation on the part of
Issuer, whether or not the Agreement so lost, stolen,
destroyed or mutilated shall at any time be enforceable by
any person other than the holder of the new Agreement.

7. Adjustment:,. In addition to the adjustment
to the total number of shares of Common Stock purchasable
upon exercise of the Option pursuant to Section l(b), the
total number of shares of Cammon Stock purchasable upon the
exercise hereof and the Option Price shall be subject to
adjustment from time to time as follows:

(a) In the event of any change in the outstanding
sbares of Common Stock by reason of stock dividends, split
ups, mergers, recapitalizations, combinations, subdivisions,
conversions, exchanges of shares or the like, the type and
number ~f shares of Common Stock purchasable upon exercise
of the Option shall be appropriately adjusted. and proper
pro~lsion shall be made in the agreements governing any such
transaction, so that (i) any Holder shall-receive upon

NYW25: .11923.9 -6-

.: .....:.. _•. :.


